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THE EXPENSE OF POWER AND BUILDING SERVICE
The rate study (see page 4) constitutes a plan for showing
the expense of power and building service divided by systems and
classification of expense; is intended to show not only the expense
of operating those systems, but the efficiency or lack of efficiency
in their operation.
First, I want to point out that the steam system is charged
with the expense of generating steam, depreciation in that part
of the building directly considered as part of the steam system,
namely, the smoke stacks. The smoke stacks are considered part
of the steam system rather than part of the building, because if
steam were purchased from a supplier the stacks would no longer
be required for the proper operation of the building. Supervision,
rent, in short, all expense to produce steam, then is charged an
additional item “Steam,” which in this study is $3,810 for the
three months’ period. This is the amount of steam required to
operate the conveyors, pumps, etc., within the steam system, and
is shown so that an intelligent comparison may be made if an
other method were considered, electric, for instance, to operate
these pumps, etc. A careful study will reveal the fact that this
charge does not effect the rate, but does show the distribution of
the total amount of steam generated.
Second, the item of power purchased, charged to the Electric
Current system, is electricity purchased from a supplier.
Third, the gross expense of gas is shown to be approximately
100 per cent more than the net cost of the gas purchased. It is
considered that this gas is supplied to departments with low
pressure air for Bunsen burners. Labor and power are charged
to this system for the care of blowers, which is considered part
of the expense of operating the gas system.
The Power Engineer is charged with the total salaries of the
employees of the power system and credited with the salaries when
they are charged into the various systems, as explained under
Salaries (see page 5). The expense of the Chief Engineer, who
does not devote his time to any one system and is equally respon
sible for all power systems, is considered as loading or overhead
and distributed over all systems.
A surplus is shown in all systems. When we consider the
fact that this study is made to represent the time of the year
when the greatest amount of power supplies are used, it will be
understood why the writer does not recommend the adjusting of
the standard rates at this time.
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Rent Units Charged Out

for

First Quarter

10-1 1-12
Floors

Other
Office

Other
499

$25,346
.................

$90,863
982

$15,520
807

$ 5,496
48,984

$137,225
50,773

Total

$25,346
46,939
sq. ft.
$2.16

$91,845
255,126
sq. ft.
$1.44

$16,327
108,860
sq. ft.
$0.60

$54,480

$187,998

Standard Rate

Explanation

Orders
Warehouse and Cases

Total

of Expense Classifications Used in the
and Building Service Cost System

Power

In connection with the study of the expense of the various
power units, the following brief explanations of the headings as
they appear on the quarterly rate study are as follows:
Salaries
Power—The figure for power salaries is obtained from the
time charged on weekly time tickets that are checked with the clock
tape and rated by the Payroll Department. The time ticket shows
an A order number which signifies an accounting classification.
After the tickets are rated by the Payroll Department and checked
with the salary paid, they are sent to the Cost Department, assorted
by order or system number, summarized by job and entered against
the job. The handling of salaries in this manner enables us to
shift employees from one power system to another.
Building Service Department salaries are computed solely
from the clock tape.
Supplies
Fuel—Fuel is purchased through contract agreements. It is
delivered on demand and billed direct. All bills incident to fuel
supply are approved by the Engineering Department, then passed
on to the Accounting Department for summary. The expense
item for fuel is determined by charging at a current average
rate per ton that takes into consideration all fuel expenses, includ
ing expenses involved in the transportation of the fuel. Fuel is
charged to the steam system monthly at the current rate on
the basis of reports of current fuel consumption made by the
Power Engineer.
Power, Water and Gas Purchases—The expenses of power,
water and gas purchases are determined by meter readings and
billed by the suppliers. The bills for these items go direct to
the Accounting Department, which obtains the approval of the
Plant Engineer before making the charges on the books.
Material Drawn from Stores—This is material drawn from
standard stock. The draw-out ticket shows the department num
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ber to which the expense is to be charged. The charge is made
on the basis of the last cost of the unit item.
Supplies and Outside Shop Work (material or labor purchased
from outside supplier)—This expense is authorized on non-stock
requisitions that are billed to the system concerned by the Ac
counting Department. The expense is classified by the Account
ing Department through the medium of a system number that is
entered on the requisition.
Depreciation
Buildings—The original cost of the building is liquidated by
depreciating at a rate per year established by the comptroller
and with the exception of the smoke stacks, that are charged direct
to the steam system, this item is all charged to rent or building
service system, the expense of which is charged out under services
rendered. The value of the building is adjusted on the books kept
by the Accounting Department, as expenses are incurred on X
orders resulting from cases originated for making changes that
affect the value of the permanent structure, such as masonry par
titions. The other details included under building may be obtained
by referring to Accounting Department’s Account No. 2.
Permanent Fixtures—The cost of permanent fixtures is ab
sorbed or depreciated at the rate established, as soon as the case
used for the work is closed. The items coming in this class are
fixtures that become a part of the building that would not be
moved in case the building were placed in other hands. Examples
are a boiler, new elevator and new water tank.
Machinery—The cost of machinery is depreciated at 7½ per
cent per year. In carrying the account from year to year, an
inventory is made on all machinery each year, and monthly a
summary is made by adding the costs of additions to this classi
fication which is used in determining the current rate of depre
ciation. The assignment of machinery numbers and the records
of purchase and service are handled by the Accounting Department.
Account 2—Buildings—Buildings include the cost of con
struction, excavations, filling, subways, cement and cinder drive
ways, landscape gardening, sewers and walks inside of grounds
as distinguished from public improvements of the same nature
outside of grounds, which are charged to Grounds, Account 1.
New additions include excavations, foundations, masonry par
titions (including woodwork, trim doors and painting), structural
work, etc.
All items charged or credited to Account 2 are subclassified
according to the floor and section upon which they are used.
The method of determining the subclassification is as follows:
The numerical symbol to be used consists of four digits, the first
two representing the floor and the last two, the section, A = 1,
B = 2, etc.; for example:
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Floor

Section

Numerical Symbol

7th
A
0701
11th
D
1104
1st
H
0108
A typical classification is as follows: 2—1101: 2 stands for
the account number and 1101 for the floor and section reference
number, indicating that the item so classified applies to Account 2,
eleventh floor, section A.
Furniture and Fixtures—25 per cent of the gross additions
under the classification of Furniture and Fixtures are charged to
expense yearly, until completely depreciated, and, as in the case
of machinery, records are kept of the details of the purchase and
service of this classification by the Accounting Department.
Small Tools—Small tools are also depreciated 25 per cent
within the year of billing.
Machinery, furniture, fixtures and small tools are obtained
on an authorization’s estimate that is approved quarterly for all
departments, and before any item of these classes can be purchased
on order the order is sent to the Accounting Department to deter
mine if there are funds available on the blanket authorization.
Changes and Repairs
Outside Repairs—Outside repairs are authorized on a non
stock requisition authorization and charged to the department or
system for which the work is done through the medium of the
department number shown on the requisition.
Orders—All Plant Department work is done on an order
system as follows: A orders cover work done and material pur
chased by the Plant Department or drawn from stock for the
Plant Department applying to systems. The number given in
connection with the letter A is the system number. B orders are
for porter work and the number following the letter is the depart
ment number for which the work is done. C orders are issued for
repairs and changes to furniture, machinery or fixtures for any
department. X orders are for specific jobs; that is to say, a sep
arate order number is assigned when an X order is issued.
A typical classification is A—561. A represents the order for
work or material and 561 the system to be charged with expense.
Supervision and Clerical
A Orders {Loading on Salaries)—The loading on salaries for
A orders is the sum obtained by taking a per cent on all A orders.
The per cent figure is obtained from past experience as being
sufficient to balance out over the year the expense incurred by
the Power Engineer’s Department, including the salary of the
Power Engineer and that of his secretary.
Surplus Loading on A Orders {Power Engineer’s Depart
ment)—The figure for the surplus loading on A orders is the
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difference between the actual expense that is incurred by the Power
Engineer’s Department and that obtained by using the per cent
or standard rate applied on A orders as stated under the previous
item. The amount is a debit or a credit, depending upon the
actual expense of the Power Engineer’s Department being greater
or less than that obtained by applying the standard percentage rate.
Engineering Office Department—The expense of operating the
Engineering Office Department is divided on a percentage basis
that is set from past experience and from best judgment. The
departments bearing this expense are the Building, Shop Res
taurant, Rent and Power Systems. The per cent charged to power
systems is prorated over the various sub-systems on the basis of
the unloaded salaries in those systems or the salaries on A orders.

Miscellaneous
Restaurant Deficit—The item Restaurant Deficit is the differ
ence between the receipts and the gross expenses of operating the
restaurant, including the items donated by the company, such as
rent for space occupied, changes, repairs, depreciation on equip
ment, insurance and supervision. The amount is charged to the
Building Service Department, since the restaurant is listed under
this heading.
Insurance and Taxes—The property is insured under two
headings on the basis of the cost of the building and the insur
able value of the contents. The figure for insurance entered oppo
site the item of Insurance and Taxes for various systems is the
expense of the insurance of the property of the particular system
involved. The main item of tax and insurance, that is, on the
building as a whole, is charged to rent system.
Traveling and Entertaining—The traveling and entertaining
expenses incurred are shown on vouchers that bear the depart
ment number for classification.
Postage and Transportation—The item Postage and Trans
portation is self-explanatory, with the exception of one seemingly
unusual charge, which is the item charged to the steam system
for the cartage of ashes.
Services Received—The expense of Services Received is the
amount billed for outside labor.
A Orders—A Orders are explained under Orders.
Analysis of Coal—The expense, Analysis of Coal, is one in
curred for the steam system by the Chemical Laboratory.
Services Rendered Within Systems
Services rendered within the systems consist of the units of
electric power, steam, compressed air, exhaust air, gas, water and
floor space charged at a rate per unit that is estimated from
past experience to be sufficient to balance out the expense incurred
in connection with the items, as follows: Meter readings are ob
tained and entered in meter books by the Plant Department and
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tables are prepared for use in the Accounting Department show
ing per cents and estimated amounts chargeable to various power
systems and other Engineering Departments. Gas, water and elec
tric current meters are provided for each system for various de
partments in so far as practicable, as determined by the amount
of the item used. Where it is not possible to give separate meter
readings, an estimate showing the percentage subdivision is given
by the Plant Department. Master meters are provided and a
small proportion of these services, that is, not separately metered,
is subdivided among various systems in accordance with the best
judgment of the Building Engineer.
The compressed air and power subdivision of expense is speci
fied by the Plant Department in terms of percentage based on the
number of outlets and modified by the Building Engineer’s judg
ment.
Steam is subdivided by the rate consumed by various ma
chinery units, as determined by tests.
Rent and House Service—The rent unit is a square foot of
floor space and the record work incident to this item is entirely
done by the Accounting Department. The floor space is divided
into three classes due to the nature of the space, and the three
classes are charged at different rates to the various departments,
depending on the kind and number of square feet that they occupy.
The rate at which the space is charged is determined by the amount
that it has been found from experience will balance out the ex
pense charged to the building service system.
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